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November 18, 2010 
 
 
 
Ms. Marlene Dortch 
Secretary 
Federal Communication Commission 
445 12th Street, S.W.  
Washington, D.C. 20554 
 
 Re: WC Docket No. 06-122; CC Docket No. 96-45 
 
Dear Ms. Dortch: 
 
 I am writing on behalf of OnStar Corporation (“OnStar”) to request that in the 
Federal Communication Commission’s (“FCC” or “Commission”) review of Universal 
Service Fund (“USF”) contribution methodologies it retain the current revenues-based 
approach for telematics. 
 
 OnStar is the world’s largest telematics provider, with over 5.6 million 
subscribers.  OnStar’s telematics services fall into two general categories: (1) core non-
telecommunications safety and security services with automatic crash response (“ACR”), 
remote diagnostics and turn-by-turn navigation; and (2) optional prepaid hands-free 
wireless calling.1  While a telephone number is assigned to each OnStar-equipped vehicle, 
actual telecommunications usage in the provision of telematics is extremely low, 
especially for OnStar’s core safety and security services.2  For its core safety and security 
services, OnStar purchases wireless airtime from a  wireless telecommunications provider. 
That provider, in turn, imposes a surcharge on OnStar as an end-user of 
telecommunications equal to the provider’s USF payments. By contrast, OnStar 
contributes directly to the USF when providing pre-paid hands-free wireless calling based 
on its interstate and international revenues for that telecommunications service.   
 

The current revenues-based USF assessment regime has been fair and equitable in 
generating USF support from telematics providers such as OnStar. With respect to 
OnStar’s core safety and security services, the revenues-based model allows for a USF 
                                                 
1 See Revision of the Commission’s Rules to Ensure Compatibility With Enhanced 911 Emergency Calling 
Systems, CC Docket No. 94-102 , 18 FCC Rcd 21,531-2 (Oct. 21, 2003). 
2 OnStar’s extremely low telecommunications usage in connection with its core safety and security services 
(reflecting usage only in emergencies or other non-routine instances) has been thoroughly documented.  
OnStar provided specific data on the minutes per month in the confidential appendix to an ex parte filing 
dated June 14, 2006.  See OnStar Ex Parte in CC Docket Nos. 96-45, 98-171, 92-237, 99-200, 95-116, and 
98-170 (June 14, 2006) (“OnStar June 14, 2006 Ex Parte”), Confidential Appendix. 
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payment that corresponds appropriately to OnStar’s low telecommunications usage. With 
respect to OnStar’s pre-paid hands-free wireless calling service, OnStar contributes 
directly to the USF at a percentage of revenues that is equivalent to that of other wireless 
telecommunications providers. 

 
However, a change from the current revenues-based approach to a model based 

solely on telephone numbers or connections would be grossly unfair and detrimental to 
telematics providers like OnStar, and discourage the use of telematics by the public.  First, 
an approach that imposes a monthly USF fee on telecommunications providers based on 
the amount of telephone numbers or connections they have would increase dramatically 
the USF fees paid by telematics providers to support their core safety and security 
services. OnStar has estimated, for example, that “a per-phone number USF surcharge of 
$0.85 or $1.00 per month would amount to an over 10,000 percent increase in the USF 
assessment borne by telematics companies,”3 and force OnStar to pay more in USF fees 
than the total amount of interstate telecommunications revenues generated by its core 
safety and security services, in violation of Section 254(d) of the Communications Act.4  

 
Second, under a telephone number or connections-based regime, OnStar would be 

forced to pass on its increased USF costs to its customers.  According to OnStar’s price 
elasticity study, these USF-related cost increases “could lead to a significant reduction in 
telematics subscriptions, resulting in thousands fewer potentially life-saving calls being 
connected to PSAPs.”5  

 
Third, a telephone number or connections-based approach would be extremely 

difficult to implement with respect to OnStar’s optional prepaid hands-free wireless 
calling service, and could require OnStar to pay USF fees for that service at a much 
higher rate of revenues than post-paid providers. Not all of OnStar’s telematics customers 
purchase hands-free calling minutes and when they do they often purchase them in very 
small increments when compared to post-paid wireless users.6 Thus, under a telephone 
number or connections-based regime, OnStar’s USF contribution for pre-paid hands-free 
calling could represent a higher percentage of its telecommunications revenues than that 
of post-paid wireless providers. Moreover, OnStar has no way of tracking when its 
customers’ pre-paid hands-free calling minutes are utilized. Instead, the vehicle’s 
telematics unit keeps track of the remaining minutes available for the customer’s use and 
the expiration date of those minutes. Under such circumstances, OnStar has no way of 
knowing the number of telephone numbers or connections that are in use during any 
given month, making it difficult to determine the USF charge to impose on its customers.  
As OnStar has stated, under a telephone number or connections-based approach, “every 
customer would pay either too much or not enough,” and OnStar “would not be able to 
avoid either under-recovering or over-recovering the associated cost.”7     

 

                                                 
3 See OnStar Comments in WC Docket No. 06-122 (Nov. 26, 2008) at 4. 
4 Id. at 7 (citing Texas Office of Pub. Util. Counsel v. FCC, 183 F.3d 393, 434 (5th Cir. 1999). 
5 OnStar June 14, 2006 Ex Parte at 5.  
6 Id. at 4. 
7 Id. at 6. 
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On June 14, 2006, OnStar filed an ex parte letter encouraging the Commission to 
maintain its revenues-based USF contribution system and providing extensive detail 
regarding the serious problems that a telephone number-based regime would create for 
telematics providers. The June 12, 2006 Ex Parte letter is attached to this letter for your 
review.  

 
The Commission’s current revenues-based USF contributions regime has had an 

extremely positive impact on public safety and homeland security, and allowed for wide-
ranging adoption of telematics services. The current regime, and a policy of regulatory 
restraint by the Commission, has also spurred the creation of a wide range of innovative 
new telematics services that are destined to save lives and provide other important 
benefits.8  The imposition of a telephone number or connections-based contribution 
methodology, however, would have a devastating impact on these telematics services, 
and set back consumer adoption.   

 
The Commission’s current revenues-based USF contribution model ensures that 

telematics providers contribute equitably to the USF as telecommunications consumers 
and pay an appropriate amount when providing telecommunications directly to the public. 
It is consistent with existing law and encourages the exploration and development of 
important new telematics services that enhance public safety. Altering this model, in 
favor of a telephone number or connections-based approach, would be devastating for 
telematics and public safety. For all of the reasons mentioned above, OnStar respectfully 
requests that the Commission maintain its current revenues-based USF contribution 
model with respect to telematics.  

 
       Sincerely, 
 
       \s\ Thomas Jeffers 
 
       Thomas Jeffers 
       Vice President for Public Policy 
 
Attachment 
 
cc: Sharon Gillett 
 Vickie Robinson 
 Carol Pomponio 
 Claudia Fox 

                                                 
8 For example, OnStar recently announced a service called Injury Severity Prediction (“ISP”).  In the event 
of an accident, ISP-quipped vehicles will be able to predict whether the vehicle occupant was severely 
injured.  Armed with this information, first responders can then decide whether to respond to the accident 
with red lights and sirens when traveling to the accident scene, transport the injured party to a Level-One 
Trauma Center, or place an emergency medical helicopter on standby. Another safety and security service 
developed by OnStar is Stolen Vehicle Slowdown (“SVS”).  Using GPS technology, this service pinpoints 
the location of stolen vehicles and then works directly with police to facilitate vehicle recovery.  SVS helps 
the police recover stolen vehicles, reduces the risk of damage to the vehicles, and helps to avoid high-speed 
chases that can result in injuries and fatalities. 




























